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Corporate Profile 


Trican Well Service Ltd. provides a comprehensive array of specialized products and services to the upstream 
oil and gas industry. These services are utilized in the drilling, completion, stimulation and reworking of oil 
and gas wells. The Company is headquartered in Calgary, Alberta and through its Well Service and Production 


Services divisions, maintains operations in Western Canada, the United States and Russia. 


Since its initial public offering in December 1996, Trican has invested more than $167 million in new equip- 
ment and operating facilities, added new services to its business and expanded the scope of its operations to 
encompass the entire Western Canadian Sedimentary Basin. As a result of its aggressive expansion program, 
Trican has evolved from a regional supplier of pumping services to the second largest well service company 


operating in Western Canada. 


Through its operating divisions, Trican competes in the major sectors of the oilfield pressure pumping industry 
which include coiled tubing, fracturing, nitrogen pumping, cementing and acidizing services. Since its initial 
public offering, the Company's strategy has been to expand from its original pumping services to the more 
technically advanced, higher margin services of coiled tubing, fracturing and nitrogen services. Trican’s shares 


trade on The Toronto Stock Exchange under the symbol “TCW’”. 


NOTICE OF ANNUAL MEETING 

Trican is pleased to invite its shareholders and other interested parties to the Company’s Annual Meeting 
at 2:00 p.m. on Wednesday, May 14, 2003 in the Strand/Tivoli Room of the Metropolitan Centre, 

333 - 4th Avenue S.W., Calgary, Alberta. 
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perational Highlight 
($000s, except per share amounts and operational information) 2002 2001 Change % Change 
FINANCIAL SUMMARY : 
Revenue 164,563 182,217 (20,654) (11)% 
Net Income i 11,304 21,873 (10,569) (48)% 
Per Share Basic 0.68 1.34 (0.66) (49)% 
Per Share Diluted 0.65 nei. (0.62) (49)% 
Funds From Operations 26,541 39,681 (13,140) (33)% 
Capital Expenditures 22,188 46,141 (23,953) (52)% 
Long-term Debt 24,329 28,908 (4,579) (16)% 
Shareholders’ Equity 122,160 , 92,591 29,569 32% 
Average Share Outstanding — Basic 16,647 16,374 213 2% 
Average Share Outstanding — Diluted 17,414 17,208 206 1% 
Shares Outstanding at Year End 17,589 16,428 1,161 7% 
OPERATIONAL INFORMATION 
Well Service 
Number of Jobs Completed 12,079 12,450 (371) (3)% 
Revenue Per Job 11,559 12,587 (1,028) (8)% 
Production Services 
Number of Jobs Completed 2,519 3,004 (485) (16)% 
Revenue Per Job 5,568 5,161 407 8% 
Number of Hours 19,511 ZEVTS (1,662) (8)% 


Revenue Per Hour 405 419 (14) (3)% 
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182.2 millions 
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1.27 39.7 


Murray L. Cobbe 


President and Chief Executive Officer 


President’s Message 


On behalf of the Board of Directors of Trican Well Service Ltd., | am very pleased to report on the results 

of our Company in 2002 and on its continued development and growth. Compared with 2001, demand for 
services fell substantially in our operational area, which negatively impacted sales levels and overall 
profitability. However, the Company was able to continue to build on the growth strategies implemented over 


the past five years and is now positioned for continued growth. 


YEAR IN REVIEW 

significantly from 2001 levels. During the year, demand for services, as indicated by drilling rig utilization, 
was as much as 25% below 2001 levels. This reduction in demand is also reflected in the reduced number 
of wells drilled in the Western Canadian Sedimentary Basin. The 14,459 wells drilled in 2002, represent a 
decrease of 19% from the previous all time high level of activity set in 2001. Although commodity prices 
did strengthen in the latter half of the year, higher commodity prices realized by our customers did not 
translate into higher demand for our services. However, despite the lower demand for services we 
experienced during the year, Trican was able to enter the third phase of its strategy to become the leading 


provider of pressure pumping services in Canada. 


Over the last number of years we have reported to you on Trican’s strategic growth plan for the Canadian 
marketplace. The first phase of the plan involved growing our areas of operations and increasing the 
services we offered to our customers. This phase saw the introduction of coiled tubing, nitrogen, acidizing 
and fracturing to the cementing services initially offered by the Company. During this time, Trican also 
expanded geographically, increasing the number of areas in which it offered these new services. A number 
of new operating facilities were established, which are anchored by strategic bases in Grande Prairie, 


Red Deer and Medicine Hat. 


The second phase involved advancing Trican’s technological capabilities and becoming recognized as a 
leading provider of solutions to our market place. To this end, we opened a 6,000 square foot research and 


development facility in Red Deer and developed one of the strongest technical teams in our market place. 


These strategies positioned Trican to enter the third phase of its growth strategy — becoming a key supplier 


to some of the largest and most active companies in the WCSB. These key supplier arrangements are 


awarded through an extensive bid process, during which Trican and its competitors submit detailed 
proposals and undergo rigorous operational, technical and safety reviews. The successful bidders are then 
awarded multi-year agreements for the provision of well services. During the third quarter of the year, Trican 
was successful in winning a number of these awards and now has key supplier arrangements in place with 
some of the most active companies in the WCSB. These arrangements had an impact on our sales levels in 


the latter months of 2002 and are expected to increase our market share in 2003 and beyond. 


After winning these key supplier arrangements, we evaluated their impact on our existing equipment 
complement and determined that we needed to make additional investment in several areas in order to 
meet the demands of these new arrangements while continuing to maintain a high level of service to our 
existing client base. Therefore, in November 2002, we announced an $18 million issuance of stock to 
provide us with the necessary funds to add the needed pieces of equipment. Some of the equipment will 
be available to meet the demands of the winter drilling season with the balance scheduled to be in the 
field in the first half of 2003. 


In this past year of reduced activity, Trican recorded the second highest level of sales, cash flow, revenue 
per job, and number of jobs performed in the Company's history. Net income, return on assets and return 


on equity for 2002 reflected the price competitiveness experienced in our sector last year. 


OPERATIONAL RESULTS 

Canadian Operations 

Well Service Division — The Well Service Division includes deep coiled tubing, nitrogen, fracturing and 
cementing, and contributed 86% of the Company’s revenue in 2002. Overall the activity level for this division 
fell only slightly as increased demand for cementing services offset a marked decline in fracturing and 


coiled tubing services demand. 


Trican continues to develop market share for our services and we currently estimate that we have the 
second largest market share for all of these services. During the year, this division completed just over 
12,079 jobs, down from the 2001 all time high job count of 12,450. Average revenue per job for the year 
of $11,559 fell eight percent from the 2001 average reflecting the decline in overall demand for services 


and the increased number of cementing jobs completed in the year. 


Late in December of 2002, we acquired the assets of Vortex Energy Pumping Services Inc. This acquisition, 


which included four cement pumpers and support equipment, allowed us to replace some aging assets and 
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increase our pressure pumping capacity by one unit. All of the operations personnel have accepted 


positions with Trican and the units have been hard at work meeting the demand of the winter 


drilling season. 


Production Services Division — The Production Services Division includes intermediate depth coiled tubing 
services, stimulation services, Polybore services and industrial services and contributed 14% of the 
Company's revenue in 2002. Revenue for this division fell from 2004 levels in keeping with lower overall 


levels of activity; however, the decline was partially offset by the growth in industrial services. 


U.S. Operations 

In July of 2002, we announced that we had acquired an option to purchase the worldwide rights to the 
Polybore system. The system, which is discussed in more detail in the Operations Overview, is a patented 
process of introducing a synthetic lining into a wellbore or production string. Depending upon the 
application, different engineered materials may be utilized to extend casing life by reducing corrosion, 
reduce the energy required to inject fluids into a reservoir or enhance well production by increasing the 
velocity and temperature of the produced fluids. The technology is in a pre-commercial phase with additional 
testing and development required before these services can be brought to market; however, we are very 
excited by the prospects for the technology. We expect that the technology will have both onshore and 
offshore applications in such markets as the Gulf of Mexico, North Sea, onshore North America as well 

as China and Russia. Activities, including refining operational techniques and material analysis, are ongoing 
and we expect that the first test of the offshore application will be completed in the first quarter of 


2003 with further tests expected later in the year. 


In conjunction with the acquisition we opened an operations base in Odessa, Texas. We expect that this 
operation will grow as the commercial applications of the technology are established and the market for 


this service developed. 


Russian Operations 

In October of this year, Trican Well Service (Cyprus) Ltd. made an investment in R-Can Well Service Ltd., 

a Cypriot company that has operations in Russia. The Russian operations provide cementing and fracturing 
services on a conventional fee-for-service basis to a variety of customers in the Tyumen region of western 
Siberia. The scope of operations is limited at this time; however, we are excited by the potential demand 


for our services in this market. 


VU i 


Fueled by higher than expected average natural gas and oil prices, demand for our services in Canada is 
expected to increase in 2003 over 2002. Trican is well positioned for any increase in demand due to the 
growth strategies the Company has implemented over the past five years, as well as the key customer 
arrangements entered into in recent months. To continue our growth, Trican has begun to look 
internationally. With the potential for growth of our established services in new markets, such as Russia, 
as well as new opportunities created by emerging technologies like the Polybore System, Trican’s potential 


for growth continues to look positive. 


On behalf of the Board of Directors, 


Lez AA 


Murray L. Cobbe 
President and Chief Executive Officer 


February 24, 2003 
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OVERVIEW OF OPERATIONS 
Trican provides a comprehensive array of specialized products, equipment and services that are utilized 
during the entire life cycle of an oil or gas well. The Company’s pressure pumping operations are principally 


centered in Western Canada but it also has operations in the United States and Russia. 


Canadian Operations 

In Canada, the Company has two divisions catering to the major sectors of the oil field pressure pumping 
services industry. The Well Service Division includes cementing, fracturing, deep coiled tubing and nitrogen 
services. The Production Services Division includes acidizing, intermediate depth coiled tubing, Polybore, jet 


pumping and industrial services. 


Services offered through Trican’s Well Service Division are heavily utilized during the drilling and completion 
of oil and gas wells, and demand for these services is proportional to the number of wells drilled. In 2002, 
14,459 wells were completed in the Western Canadian Sedimentary Basin (WCSB) and although it was a 
sharp decline from the 17,933 wells completed in 2001, 2002 represents the fourth highest activity level 


ever recorded in the WCSB in one year. 


After a well has been drilled and completed, it enters into the production phase. There are currently 
approximately 100,000 producing wells in Western Canada. Depending on the formation, an individual well 
may have a productive life of up to 50 years, although 30 years would be a more typical life span. Offering 
services for these wells is the principal market for the Production Services Division; however, the services of 


the Well Service Division are also utilized while a well is in production. 


Once a well has completed its productive life it must be abandoned. During this final phase in the life 


of a well, services from both the Well Service and Production Services Divisions may be utilized. 


Since going public in December 1996, Trican has invested more than $167 million in new equipment and 
facilities. During that time, the Company has added coiled tubing, nitrogen and fracturing services to its 
initial offering of cementing services. In December 2002, the Company continued to add to its operating 
fleet of equipment by acquiring the assets of Vortex Energy Pumping Services Inc. (“Vortex”). This 
acquisition, which included four cement pumping units and related equipment, allowed Trican to replace 
some aging assets and increase its pressure pumping equipment capacity. The Vortex units are all less 


than two years old and meet Trican’s equipment design specifications. 


In addition to the assets acquired from Vortex, at the end of 2002 Trican had three additional twin 
cementers under construction which the Company expects will be in service in the first half of 2003. 
These units are designed to handle the deepest and most technically complex jobs and with the addition 


of these units, total cement pumping capacity will be increased to 37 units. 


Including this new capacity, and the investment made in equipment in the other service lines, Trican 


estimates that it operates the second largest overall equipment fleet in the WCSB. 


Activity levels in the first quarter of 2003 are expected to meet or exceed the previous all-time highs 
experienced during the first quarter of 2001. However, with the investment made in equipment and 
facilities, Trican’s operational capacity has grown substantially as shown in the table below which illustrates 
the change in Trican’s operational capacity at the beginning of each 2001 and 2003. As can be seen, 
substantial increases in capacity have been achieved in all areas and Trican is well positioned to service 


a greater proportion of the market place. 


Equipment capacity at the beginning of 2001 2003 % \Increase 
Well Service 
Cement Pumpers 30 Soi 23% 
Fracturing Crews 5 8 60% 
Coiled Tubing Units (deep) 6 8 33% 
Nitrogen Pumpers 8 14 75% 
49 67 37% 
Production Services 
Acidizing Units 4 10 150% 
Coiled Tubing Units (medium) 10 114 10% 
14 Pah 50% 


* includes three twin cementing units under-construction and expected to be in the field in the first half of 2003. 


Operations Bases 


Trican's operations continue to be centered in Western Canada. Head quartered in Calgary, Alberta, 
the Company operates bases in Alberta, British Columbia and Saskatchewan providing services to its 


customers across the entire Western Canadian Sedimentary Basin. 
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United States Operations 

Trican’s operations in the U.S. are focused on the development of the Polybore System. The System is 

a patented process that involves introducing a synthetic lining into a wellbore to extend casing life by 
reducing corrosion, reduce the energy required to inject fluids into a reservoir or enhance well production 
by increasing the velocity and temperature of the produced fluids. Depending upon the application, many 
different engineered materials may be utilized for production optimization. Many of these materials 
represent the forefront in the polymeric resin industry and Trican continues to work with leading experts 


and suppliers to develop new and innovative materials. 


The System utilizes the patented Roller Reduction Unit to reduce the diameter of the lining material prior 
to its placement into the casing or production string. Once reduced, the lining is placed under tension to 


maintain its smaller diameter and the material is injected into the well until the desired placement is 
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achieved. Trican’s expertise in down hole operations, which has been developed in conjunction with our 
coiled tubing operations, is critical in this stage. Once the correct placement of the lining is achieved, the 
tension is relaxed, allowing the lining material to increase in diameter. 
Because the material is sized so that the pre-reduction diameter is slightly 
larger than the tubing or casing being lined, the lining material is not able 
to return to its original diameter and the liner is effectively fused to the 


casing or tubing. 


Specialized tools have been developed to assist in the placement and 
removal of the liner material and Trican continues to pursue new ideas 
and applications for the system. Tests on potential materials suitable to 
offshore applications are ongoing and we are encouraged by the results 
to date. We are planning to undergo a multi-well test program of offshore 
applications with the first well expected to be completed in the first 
quarter of 2003. The timing of the final tests will be determined in large part by the results of the initial 


tests; however, our planning schedule currently anticipates completion by mid-year. 


Russian Operations 

In October, Trican Well Service (Cyprus) Ltd. made an investment in R-Can Services Ltd. a Cypriot company 
that has a subsidiary operating in Russia. RCan commenced operations in Russia in mid 2000, and 
provides cementing and fracturing services to a variety of customers in the Tyumen region of western 
Siberia. Trican has been associated with R-Can since its inception under a technical services agreement 
whereby Trican provided technical assistance, licensed the use of priority products and sold products for 
use in pressure pumping treatments. R-Can’s management team comprises western-trained managers, 
many of whom have long standing relationships with senior management in Trican, and who have a 
combined 45 years of experience in providing pressure pumping services in Russia. R-Can currently 
provides fracturing and cementing services; however, with Trican’s increased involvement, will seek 


opportunities to expand the services available to its customers. 


WORK ENVIRONMENT 
Trican is committed to maintaining a safe working environment for its employees, customers and the public 
at large. To this end, the Company has implemented safety and training programs that are designed to 


improve its performance and continue to raise an awareness of the importance of safety to its operations. 


TECHNOLOGY 

Technological improvement continues to be a focus for Trican. The Company's technical efforts are centered 
on working with its suppliers and customers to provide effective and efficient solutions to specific problems 
in Western Canada. Significant progress was made in 2002 in the area of lightweight cements, cement 
pulsation and low-cost on-the-fly water fracturing systems. These innovations were instrumental in Trican 
increasing its market share and establishing long-term relationships with a number of customers in 2002. 
From its base in Red Deer, Alberta, Trican operates the second largest research and development facility 

of its type in Western Canada. The Company’s R & D group is currently working on numerous research 


projects, a number of which are being undertaken in conjunction with suppliers. 
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Corporate Governance 


The Board has the obligation to oversee the conduct of our business and to supervise senior management 
who are responsible for the day-to-day conduct of the business. The Toronto Stock Exchange (the “TSX”) 
has established guidelines for effective corporate governance matters. These guidelines address such 
matters as the constitution and independence of boards of directors, the functions to be performed by 
boards and their committees, and the relationship among a corporation's board, management and 


shareholders. A comparison of Trican’s practices versus these guidelines is as follows: 


1. The Board should explicitly assume responsibility for the stewardship of the Company, including: 
a. the adoption of a strategic planning process, 
At least once per year, Management presents and the Board reviews our business plan that 
includes an analysis of the strategic opportunities and risks faced by the Company. The information 
provides a forecast of revenues and expenses and includes planned capital expenditures and cash 
flow forecasts. Performance versus the business plan is reviewed on a quarterly basis and 


management provides explanations to the Board for deviations from the business plan. 


b. the identification of the principal risks of the Company's business and the implementation of 
appropriate systems to manage these risks; 
The principal risks faced by us are identified by Management and then discussed and monitored 
by the Board. 


¢. succession planning, including appointing, training and monitoring senior management; 
The Compensation and Corporate Governance Committee is responsible for succession planning 
in regard to the Chief Executive Officer and has delegated to the Chief Executive Officer training 


and monitoring of other executive officers, which is periodically reported to the Board. 


d. the Company's communications policy; and 
We have appropriate measures in place to ensure effective communication between us, our 
stakeholders and the public. Although direct shareholder communications are generally handled by 
the Chief Executive Officer and Chief Financial Officer, all press releases are reviewed by at least 
one outside director prior to dissemination. These structures also include a policy on disclosure, 


confidentiality and trading of employees and directors. 


e. the integrity of the Company's internal control and management information systems. 
The Audit Committee supports the Board's stewardship responsibilities by reviewing the systems 
in place to ensure the integrity of our internal controls. Management reports regularly to the Audit 
Committee with respect to internal control and management information systems. The Audit 


Committee also meets independently with management and the independent auditors. 


2. The Board should be constituted with a majority of individuals who qualify as unrelated directors 


(i.e. free from conflicting interest). 


Two of the six members of the Board, namely the Chief Executive Officer and the Chief Operating 
Officer, are related to the Company. 
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Left to Right: Gary R. Bugeaud, Donald R. Luft, Kenneth M. Bagan, Murray L. Cobbe, Victor J. Stobbe, Douglas F. Robinson. 


3. The analysis of the application of the principles supporting the conclusion in paragraph 2 above. 
Kenneth M. Bagan _—_— Unrelated, non-management with no business relationships with us other 
than as a director. 
Gary R. Bugeaud Unrelated, non-management. It was noted that Burnet, Duckworth & Palmer LLP 
a law firm of which Mr. Bugeaud is a partner, provides legal services to us. 
Murray L. Cobbe Related, employee and officer of the Company. 
Donald R. Luft Related, employee and officer of the Company. 
Douglas F Robinson Unrelated, non-management with no business relationships with us other 
than as a director. 
Victor J. Stobbe Unrelated, non-management with no business relationships with us other 


than as a director. 


4. The Board should appoint a committee of directors composed exclusively of outside, i.e., 
non-management directors, a majority of whom are unrelated directors, with the responsibility 
for proposing to the full Board new nominees to the Board and for assessing directors on an 
ongoing basis. 

The Compensation and Corporate Governance Committee has been given this responsibility. 


This Committee is comprised of unrelated directors. 


5. The Board should implement a process to be carried out by the Nominating Committee or other 
appropriate committee for assessing the effectiveness of the Board as a whole, the committees 
of the Board and the contribution of individual directors. 


The Board as a whole assesses Board effectiveness. 


10. 


The existence of an orientation and education program for new recruits of the Board. 


The Board has not added a member since May, 1997 which was early in the public life of the 
Company and did not have a formal education or orientation program in place at that time. As the 
Board contemplates adding new members in the future, it will develop a formal orientation and 
education program that will provide information on Trican’s operations and the duties and 


responsibilities of a member of the Board. 


The size of the Board and the impact of the number of directors upon the Board's effectiveness. 
The Board occasionally reviews its size in order to determine if the size is appropriate for effective 


decision-making. 


The adequacy and form of the compensation of directors should realistically reflect the 
responsibilities and risk involved in being an effective director. 

The Compensation and Corporate Governance Committee is delegated the responsibility of reviewing 
compensation of directors. Members of the Board are entitled to an annual retainer of $5,000 and to 
fees for meetings of the Board or a committee of the Board of $500 per meeting personally attended, 


$250 per meeting attended by telephone. 


Committees of the Board should generally be composed of outside directors, a majority of whom 
are unrelated directors. 
All committees of the Board are comprised exclusively of outside, unrelated directors. The chair of 


each committee is an outside, unrelated director. 


The Board's responsibility for (or a committee of the Board's general responsibility for) developing 
the Company's approach to governance issues. 
The Compensation and Corporate Governance Committee is responsible for developing our approach 


to governance issues. 


The Board has developed: 
a. position descriptions for the Board and for the CEO, involving the definition of the limits to 
management's responsibilities; and 


The Board has developed position descriptions for it and the Chief Executive Officer. 


b. the corporate objectives for which the CEO is responsible for meeting. 
The Business Plan, which is reviewed and approved by the Board, contains the corporate objectives 
for which the CEO is responsible. The Compensation and Corporate Governance Committee 
assesses the CEO’s performance in meeting these objectives when reviewing compensation and 


bonus levels. 


The structures and procedures ensuring that the Board can function independently of management. 
The Board has implemented appropriate structures and procedures to ensure that it, and its 
committees, function independently of management. Each committee of the Board is exclusively 
comprised of outside, unrelated directors, and the chair of each committee is an outside, 


unrelated director. 


13. a. The Audit Committee of the Board should be composed only of outside directors and should have 


roles and responsibilities which are specifically defined. 
The Audit Committee is composed exclusively of outside, unrelated directors. The Audit Committee 
is responsible for, among other things,: 
m reviewing all interim and annual financial statements and related management discussion 
and analysis 
m reviewing the adequacy and effectiveness of internal controls over our accounting and 
financial reporting 


m reviewing and recommending the retainer of the external auditors 


b. The Audit Committee should have direct communication channels with the internal and external 
auditors to discuss and review specific issues as appropriate. 
The Audit Committee has direct access to our external auditors and at least quarterly meets with 


our external auditors without any members of management present. 


14. The existence of a system which enables an individual director to engage an outside adviser at 
the expense of the Company in appropriate circumstances. 
Individual members of the Board have the opportunity to engage independent counsel at our expense, 


subject to approval by Compensation and Corporate Governance Committee. 


In light of recent developments in Canada and the United States, best practices relating to Corporate 
Governance are evolving quickly. The TSX has signaled its intention to review and enhance its recommended 
practices. The Board of Directors is actively following these developments to ensure that its practices are 


appropriate in light of the evolving standards. 
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w Royalty Trusts. In recent years, the trusts have been active acquirers of exploration and production 


companies; however, under their business model, a large proportion of cash flow produced from 


operations is returned to the unit holders rather than being reinvested in finding and developing 


new reserves. 


All of these factors have had some impact on the decline in demand for our services. Trican’s financial 


results reflect the impact of the lower levels of activity in 2002 versus 2001. 


COMPARATIVE INCOME STATEMENTS 


($000s, except %) 


Years ended December 31, 
Revenue 
Expenses 
Materials and operating 
General and administrative 
Interest expense 
Depreciation 
Writedown of investment 


Income before income taxes, 
non-controlling interest and 
goodwill amortization 

Provision for income taxes 

Income before non-controlling 
interest and goodwill amortization 

Non-controlling interest 

Income before goodwill amortization 

Goodwill amortization, 
net of income taxes 

Net Income 


2002 
161,563 


122,924 
4,659 
2,886 

12,258 
900 
143,627 


17,936 
6,647 


11,289 
(15) 
11,304 


11,304 


% of 
Revenue 


100.0% 


76.1% 
2.9% 
1.8% 
7.6% 
0.6% 

88.9% 


11.1% 
4.1% 


7.0% 
0.0% 
7.0% 


0.0% 
7.0% 


2001 
182,217 


130,014 
4,479 
3,016 
9,583 


147,092 


SDeZ 
12,340 


22,785 


22,785 


912 
21,873 


% of 
Revenue 


100.0% 


71.4% 
2.5% 
1.7% 
5.3% 
0.0% 

80.7% 


19.3% 
6.8% 


12.5% 
0.0% 
12.5% 


0.5% 
12.0% 


Year % of 
over Year Change 


(20,654)  (11.3)% 


(7,090) (5.5)% 
180 4.0% 
(130) (4.3)% 
2,675 27.9% 
900 n/a 
(3,465) (2.4)% 


(17,189)  (48.9)% 
(5,693) (46.1)% 


(11,496)  (50.5)% 
(15) n/a 
(11,481)  (50.4)% 


(912) (100.0)% 
(10,569)  (48.3)% 


Head quartered in Calgary, Alberta, the Company's principal operations are in Canada, however, limited 


operations have been established in the United States and Russia. The Canadian operations are conducted 


through bases in Alberta, British Columbia and Saskatchewan, which provide services to customers across 


the entire WCSB. Trican provides a comprehensive array of specialized products, equipment and services 


that are utilized during the entire life cycle of oil and gas wells. The Company’s operations are managed in 


two divisions — Well Service and Production Services. The Well Service Division provides deep coiled tubing, 


nitrogen, fracturing and cementing services in Canada and Russia. The Production Services Division 


provides acidizing, intermediate depth coiled tubing, Polybore, jet pumping and industrial services in both 


Canada and the United States. 


Well Service Division 


($000s, except % and job information) 


% of % of Year Over 

Years ended December 31, 2002 Revenue 2001 Revenue _Year Change 
Revenue 139,783 To GaZe (11)% 
Expenses 

Material and operating 104,126 74.5% alle Ake 70.7% (6)% 

General and administrative 583 0.4% 465 0.3% 26% 

Writedown of Investment 900 0.6% - 

Total Expenses 105,609 75.6% tla 726 71.0% 
Operating Income* (34,174 24.4% 45,695 29.0% (25)% 
Number of Jobs 12,079 12,450 (3)% 
Revenue per job 11,559 12,587 (8)% 


* Operating income is not a recognized measure under Canadian generally accepted accounting principles (GAAP). Management believes that 
in addition to net income, operating income is a useful supplemental measure as it provides investors with an indication of earnings before 
depreciation, taxes and interest. Investors should be cautioned that operating earnings should not be construed as an alternative to net income 
determined in accordance with GAAP as an indicator of Trican's performance. Trican's method of calculating operating earnings may differ from 
other companies and accordingly may not be comparable to measures used by other companies. 


The Well Service Division’s financial and operating performance for the year reflects the decrease in 
demand for services experienced in 2002 relative to 2001. Revenue fell by 11% to $140 million from the 
previous year total of $157 million. The decline in revenue was less than the 19% decrease in drilling 
activity seen in 2002 relative to 2001 as a result of Trican’s increasing market share. The total number 

of jobs fell by 3% to just over 12,000 from the almost 12,500 completed in 2001 as an increase in the 
number of cementing jobs partially offset a reduced level of activity in the fracturing and coiled tubing 
service line. Cementing activity was buoyed by higher than expected heavy oil drilling activity in the mid part 
of the year, whereas fracturing and coiled tubing activity was hampered by a decline in shallow gas drilling. 
Revenue per job decreased by 8% reflecting pricing pressure on all service lines arising from decreased 


demand for services and a shift in the sales mix toward cementing services. 


REVENUE PER JOB NUMBER OF JOBS SALES MIX 
Well Service Well Service Well Service 
(Sthousands) (thousands) (%) 


Cementing 
47% 


Fracturing 37% 


Coiled Tubing —- Deep 8% 


Nitrogen 8% 


10.5 
6.4 
47 
41 | 


97 98 99 00 01 


12.6 
11.6 
10.9 
8.9 
IAS) 
| | 


97 98 99 00 O01 02 


Materials and operating expenses increased as a percentage of revenue due to lower levels of activity and 


pressure on operating margins as a result of lower prices for services. General and administrative expenses 
increased on a year-over-year basis. During the year, the Company wrote down the carry value of a loan to 
Daren Industries Ltd. (“Daren”). The loan, which was made in 2000, was intended to be repaid through 

the future supply of product and was designed to ensure future supplies of fracturing proppant. Daren 
encountered financial difficulties and Trican, along with another lender, acted on their security and acquired 
the rights to produce the property. The Company is in the final stages of negotiating an option purchase 


agreement with a party who intends to put the property into production in the coming year. 


Sales from the Well Service Division accounted for 86% of the total revenue of the Company, on par with 
the 2001 total. Cementing services contributed 47% of the total sales of the Well Service Division, 
surpassing fracturing as the largest service of this division. Fracturing services fell to 37% of the total sales 
from 44% in 2001 due a reduction in the overall demand for services and the decline in shallow gas drilling 


activity. Coiled tubing and nitrogen each contributed 8% to total sales. 


Production Services Division 
($000s, except % and job information) 


% of % of Year Over 
Years ended December 31, 2002 Revenue 2001 Revenue _Year Change 
Revenue 21,780 24,796 (12)% 
Expenses 
Material and operating 18,163 83.4% 17,808 71.8% 2% 
General and administrative 73 0.3% 52 0.2% 40% 
Total Expenses 18,236 83.7% 17,860 72.0% 2% 
Operating Income* 3,544 16.3% 6,936 28.0% (49)% 
Number of Jobs 2,519 3,004 (16)% 
Revenue per job 5,568 5,161 8% 
Number of hours 19,511 QAranis (8)% 
Revenue per hour 405 419 (3)% 


* Operating income is not a recognized measure under Canadian generally accepted accounting principles (GAAP). Management believes that 
in addition to net income, operating income is a useful supplemental measure as it provides investors with an indication of earnings before 
depreciation, taxes and interest. Investors should be cautioned that operating earnings should not be construed as an alternative to net income 
determined in accordance with GAAP as an indicator of Trican's performance. Trican's method of calculating operating earnings may differ from 
other companies and accordingly may not be comparable to measures used by other companies. 


The sales level of Trican’s Production Services Division reflects the same overall reduction in demand for 
services seen in the Well Service Division. Revenue fell by 12% to $22 million from the previous year total 
of $25 million. Decreased sales from acidizing and shallow coiled tubing services were partially offset by an 
increase in sales from industrial services. The total number of jobs completed fell from last year to just over 
2,500 as an increase in the number of industrial service jobs partially offset a decrease in the number of 
acidizing jobs. Revenue per job increased 8% to $5,568 as a result of higher average revenues for acidizing 


services and industrial services. 


Activity levels for the intermediate depth coiled tubing units fell by 8% in 2002 compared with 2001 and 
revenue per hour decreased slightly. These units enjoy high levels of utilization in the first quarter of each 
year; however, demand for services typically falls sharply for the balance of the year. Overall utilization and 


profitability for this type of equipment continues to be reduced by the influx of new units brought into 


service in recent years. 


eee 
| 


| 


Materials and operating expenses increased as a percentage of revenue due to lower activity levels and 


pricing pressure. General and administrative expenses increased slightly on a year-over-year basis. 


Sales from the Production Service Division accounted for 14% of the total revenue of the Company which | 
was consistent with the prior year’s level. At 52%, acidizing services again contributed the largest segment 


of total sales followed by coiled tubing services at 36%. Industrial services made up 8% of total divisional 


sales for the year with Polybore and jet pumping combining to make up 4%. | 


Corporate Division 
Total expenses for the Corporate Division fell from $4.9 million in 2001 to $4.6 million in 2002. General 

i 
and administrative expenses for the Corporate Division stayed relatively constant at $4.0 million but 


increased as a percentage of sales due to lower sales volumes. 


Other Expenses 

Interest expense fell slightly from 2001 as a result of lower average levels of debt outstanding during the 
year. Depreciation expense increased by $2.7 million from 2001 levels to $12.3 million. This non-cash 

expense has increased as a result of the continued expansion of the Company's equipment capacity and 


operations facilities. 


Income Taxes 

Trican's income tax expense decreased proportionally with the decrease in profitability in 2002. 

The Company's effective tax rate during 2002 was 37.1%. The future tax component relates to the deferral 
of taxable income provided by the use of a partnership structure, as well as to accelerated deductions 

for capital cost allowance for tax purposes claimed in excess of depreciation and amortization for 


accounting purposes. 


CAPITAL EXPENDITURES SALES MIX 
ansaid 463 Production Services 
(%) 


36.2 
2 
20.9 
18.3 
11.4 | 
97 


2.2 
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Polybore 1% 


Acidizing 52% 


| Coiled Tubing — Shallow 36% 


Jet Pumping 3% 


Chemical/Jet Cleaning 8% 


LIQUIDITY AND CAPITAL RESOURCES 
Liquidity 


Funds from operations for the year ended December 31, 2002 amounted to $26.5 million, a decrease 

of 33% from the 2001 level $39.7 million. Capital expenditures for the year totalled $22.2 million with a 
majority of this investment being directed to well service equipment and facilities. Other assets increased 
by $2.7 million as a result of the acquisition of the option to acquire the worldwide rights to the Polybore 
technology and the pre-commercial operations costs associated with the technology which was partially 
offset by the writedown of investment recorded in the year. During the year, the Company capitalized 


$2.2 million of operating costs associated with the pre-commercial Polybore operations. 


At December 31, 2002 the Company had working capital of $18.3 million, a significant increase over the 
2001 year-end level of $7.9 million. Included in current portion of long-term debt are loans arising from our 
investment in R-Can Services Inc. totaling $3.4 million. These loans are repayable over the next two years, 
however, as they are demand loans, they have been included in current portion of long-term debt. The 
Company has an operating line of credit to finance working capital requirements. Maximum availability under 
the line is $23 million, subject to certain conditions. At December 31, 2002 all of this line was available for 
use. Subsequent to year end the Company has entered into a new financing arrangement which includes 

a $15.0 million operating line and a $25.0 million revolving equipment and acquisition line. This facility is 
subject to the terms, conditions and financial covenants that are typical for this type of arrangement. The 


inventory of operating supplies, parts and materials are required to carry on daily operations. 


Capital Resources 

Trican had long-term debt (excluding current portion) of $24.3 million at year-end 2002 compared with 
$28.9 million at the end of 2001. This debt is in the form of lease facilities involving certain pieces of the 
Company's operating equipment. These arrangements are reflected in the accounts of the Company as 
capital leases, and are repayable over 84 months from the commencement of the lease. The leases 
contain no financial covenants and bear interest at an average of 8.16%. The Company believes that its 
strong balance sheet and unutilized borrowing capacity combined with funds from operations will provide 


sufficient capital resources to fund its on-going operations and future expansion. 


INVESTING ACTIVITIES 

Capital expenditures totalled $22.2 million for 2002, compared with $46.1 million in 2001. These additions 
expanded operating capacity in all service lines. This capital program was funded by cash flow from 
operations and through existing equipment debt facilities. In addition, at the end of 2002, the Company 

had a number of ongoing capital projects and estimates that $10.9 million of additional investment will 


be required to complete these projects. 


CASH REQUIREMENTS 
The Company has historically financed its capital expenditures with funds from operations, equity issues 
and debt. In addition to the amounts for projects ongoing at the end of 2002, capital expenditures under 


the 2003 Business Plan are expected to be $13.7 million, of which $10.2 million was remaining at 


December 31, 2002. All capital expenditures will be financed by funds from operations and/or credit facilities. 


FINANCING ACTIVITIES 
On November 1, 2002 Trican sold 1.0 million common shares at $18.00 per share with gross proceeds 


of $18.0 million. The shares were sold to a syndicate of investment bankers on a fully bought deal basis. 


Subsequent to year end, Trican entered into an agreement with its Lender to expand its available credit 
facility. Under the revised arrangement, the Company’s $23 million operating line will be replaced by a 
$15.0 million operating line and a $25.0 million revolving equipment/acquisition line. This bank facility is 


subject to financial covenants typical with these types of arrangements. 


BUSINESS RISK 

The demand for Trican's services is largely dependent upon the level of expenditures made by oil and gas 
companies on exploration, development and production activities. The price received by our customers for 
the crude oil and natural gas they produce has a direct impact on cash flow available to them to finance 
the acquisition of services provided by Trican. Exploration, development and production activities are also 
influenced by a number of factors including taxation and regulatory changes, access to pipeline capacity 
and changes in equity markets. Demand for crude oil and natural gas is also strongly influenced by the 
strength of the global economy, but particularly the strength of the U.S. economy. A slow-down in the U.S. 


economy will weaken demand for crude oil and natural gas and reduce the demand for well services. 


As the demand for well services is strongly affected by a number of different factors, the Company believes 


that it is difficult to predict, with any degree of accuracy, future levels of activity. To mitigate this risk, Trican 
has maintained a streamlined operation and effective cost structures so that it can respond to evolving 
market conditions. In addition, our strong balance sheet and adherence to conservative financing practices 


provides the resilience to withstand and benefit from volatility in activity levels in our sector. 


The ability to move heavy equipment in the Canadian oil and natural gas fields is dependent on weather 
conditions. In the spring, the winter's frost comes out of the ground rendering many secondary roads 
temporarily incapable of supporting the weight of heavy equipment. The duration of this period, commonly 
referred to as “spring breakup”, has a direct impact on the Company's activities. In addition, many areas in 
northern Canada are accessible only in winter months when the ground is frozen hard enough to support 
equipment. The duration and severity of winter in these regions influences the amount of work that can be 
completed. As a result of these factors, spring breakup, which can occur at any time between March and 


May, is typically the slowest period of operations for the Company. 


The services provided by the Company, in some cases, involve flammable products being pumped under 
high pressure. To address these risks, Trican has developed and implemented safety and training programs. 
In addition, a comprehensive insurance and risk management program has been established to protect the 
Company's assets and operations. Trican also complies with current environmental requirements and 


maintains an ongoing participation in various industry-related committees and programs. 


The Company faces the challenge of attracting and retaining skilled workers to meet any increase in 
demand for its services. The Company attempts to overcome this by offering an attractive compensation 


package and training to enhance skills and career prospects. 


OUTLOOK 

Confidence in the sustainability of oil and natural gas price levels has led some industry watchers to predict 
a 10% to 25% increase in activity levels in 2003 compared with 2002. During the year, Trican was awarded 
preferred supplier status with a number of key customers. While these arrangements do not provide for 
guaranteed levels of work, they do specify the proportion of the total work undertaken by the customers 
that will be performed by the Company. Management is guardedly optimistic that with higher expected levels 
of activity and the additional sales contributed under the preferred supplier arrangement, 2003 results 
should exceed those of 2002. 


Management’s Responsibility 
For Financial Statements 


The management of Trican Well Service Ltd. is responsible for the preparation and integrity of the 
accompanying consolidated financial statements and all other information contained in this Annual Report. 
The consolidated financial statements have been prepared in conformity with accounting principles generally 
accepted in Canada and include amounts that are based on management's informed judgements and 


estimates where necessary. 


The Company maintains internal accounting control systems which are adequate to provide reasonable 
assurance that assets are safeguarded, transactions are executed in accordance with management’s 
authorization and accounting records are reliable as a basis for the preparation of the consolidated 


financial statements. 


The Board of Directors, through its Audit Committee, monitors management's financial and accounting 
policies and practices and the preparation of these financial statements. The Audit Committee meets 
periodically with external auditors and management to review the work of each and the propriety of the 
discharge of their responsibilities. Specifically, the Audit Committee reviews with management and the 
external auditors the financial statements and annual report of the Company prior to submission to the 
Board of Directors for final approval. The external auditors have full and free access to the Audit Committee 


to discuss auditing and financial reporting matters. 


The shareholders have appointed KPMG LLP as the external auditors of the Company and, in that capacity, 
they have examined the financial statements for the periods ended December 31, 2002 and 2001. 


The Auditors’ Report to the shareholders is presented herein. 


Lille The 


Murray L. Cobbe Michael G. Kelly 
President and Chief Executive Officer Vice President, Finance and 


Chief Financial Officer 


February 24, 2003 


Auditors’ Report 
To The Shareholders 


We have audited the consolidated balance sheets of Trican Well Service Ltd. as at December 31, 2002 


and 2001 and the consolidated statements of operations and retained earnings and cash flows for the 
years then ended. These financial statements are the responsibility of the company's management. 


Our responsibility is to express an opinion on these financial statements based on our audits. 


We conducted our audits in accordance with Canadian generally accepted auditing standards. Those 
standards require that we plan and perform an audit to obtain reasonable assurance whether the financial 
statements are free of material misstatement. An audit includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements. An audit also includes assessing 
the accounting principles used and significant estimates made by management, as well as evaluating the 


overall financial statement presentation. 


In our opinion, these financial statements present fairly, in all material respects, the financial position of 
the company as at December 31, 2002 and 2001 and the results of its operations and its cash flows 


for the years then ended in accordance with Canadian generally accepted accounting principles. 


HPAEs? 


Chartered Accountants 


Calgary, Canada 


February 24, 2003 


Consolidated Balance Sheets 


(Stated in Thousands of Dollars) As at December 31, 
Assets 
Current assets 

Cash and short-term deposits 

Accounts receivable 

Inventory 


Prepaid expenses 


Capital assets (note 4) 
Other assets (note 5) 


Goodwill (notes 2(a) and 3) 


Liabilities & Shareholders’ Equity 
Current liabilities 
Bank loans 
Accounts payable and accrued liabilities 
Current income taxes payable 


Current portion of long-term debt (note 6) 
Long-term debt (note 6) 
Future income taxes (note 8) 
Non-controlling interest (note 3) 
Shareholders’ equity 

Share capital (note 7) 


Retained earnings 


Commitments and contingencies (notes 10 and 12) 


See accompanying notes to the consolidated financial statements. 


Hithhoe UV 


Director Director 


$ 


2002 


4,679 
41,954 
5,585 
1,366 
53,584 
132,489 
6,684 
8,454 
201,211 


23,427 
3,816 
8,030 

35,273 

24,329 

18,185 
1,264 


63,351 
58,809 


122,160 


201,211 


2001 


1,164 
27,398 
4,234 
1,315 
34,111 
118,852 
4,001 
7,086 


$ 


164,050 


4,750 
15,786 
963 
4,693 
26,192 
28,908 
16,359 


45,086 
47,505 
we font 


164,050 


Consolidated Statements of 
Operations and Retained Earnings 


(Stated in Thousands of Dollars, Except Per Share Amounts) Years Ended December 31, 


Revenue 
Expenses 
Materials and operating 
General and administrative 
Writedown of investment (note 5) 
Operating income 
Interest expense 


Depreciation 


Income before income taxes, non-controlling interest and goodwill amortization 


Provision for income taxes 
Income before non-controlling interest and goodwill amortization 
Non-controlling interest (note 3) 
Income before goodwill amortization 
Goodwill amortization, net of income taxes 
Net income 
Retained earnings, beginning of year 
Retained earnings, end of year 
Earnings per share before goodwill amortization 
Basic 
Diluted 
Earnings per share 
Basic 


Diluted 


See accompanying notes to the consolidated financial statements. 


2002 
$ 161,563 


122,924 
4,659 
900 
33,080 
2,886 
12,258 
17,936 
6,647 
11,289 
(45) 
11,304 
11,304 
47,505 
$ 58,809 


0.68 
0.65 


$ 0.68 
$ 0.65 


$ 


2001 
182,217 


130,014 
4,479 


22,785 

oie 
21,873 
25,632 
47,505 


139 
bey 


1.34 
1e2T, 


Consolidated Cash Flow 


(Stated in Thousands of Dollars) Years Ended December 31, 
Cash Provided By (Used In): 
Operations 
Net income 
Charges to income not involving cash 
Depreciation and amortization 
Future income taxes 
Non-controlling interest 
Writedown of investment 
Funds from operations 


Net change in non-cash working capital from operations 


Investing 
Purchase of capital assets 
Purchase of other assets 
Business acquisitions, net of cash acquired 


Net change in non-cash working capital from the purchase of capital assets 


Financing 
Net proceeds from issuance of share capital 
Issuance of long-term debt 
Repayment of long-term debt 


Net change in short-term borrowings 


Increase in cash and short-term deposits 
Cash and short-term deposits, beginning of year 
Cash and short-term deposits, end of year 
Supplemental Information 

Income taxes paid 


Interest paid 


See accompanying notes to the consolidated financial statements. 


Statements 


2002 


$ 11,304 


12,258 
2,094 

(15) 
900 
26,541 

(5,435) 
21,106 


(22,188) 
(5,064) 
172 
(94) 
(27,174) 


17,997 
1,364 

(5,028) 

(4,750) 

9,583 

3,515 

1,164 

$ 4,679 


1,700 
2,773 


2001 


21,873 


39,681 
(6,173) 
33,508 


(46,141) 
(526) 


8,643 
3,146 


Notes to Financial Statements 


For the Years Ended December 31, 2002 and 2001 
(Stated in Thousands of Dollars, Except Per Share Amounts) 


Trican Well Service Ltd. (the “Company”) is incorporated under the laws of the province of Alberta. The Company provides a 
comprehensive array of specialized products, equipment, services and technology for use in the drilling, completion, stimulation 
and reworking of oil and gas wells in Western Canada. 


The financial statements are prepared in accordance with Canadian generally accepted accounting principles (GAAP). Management 
is required to make estimates and assumptions that affect reported amounts of assets and liabilities and disclosure of contingent 
assets and liabilities at the date of the financial statements and the reported amounts of revenue and expenses during the 
reported period. Actual results could differ from these estimates. 


NOTE 1 —- SIGNIFICANT ACCOUNTING POLICIES 


Consolidation 
These consolidated financial statements include the accounts of the Company and its subsidiaries, all of which except one, 
are wholly owned. 


Revenue recognition 
The Company recognizes revenue for services and products at the time they are provided. 


Inventory 
Inventory is carried at the lower of cost, determined under the firstn, firstout method, and net realizable value. 


Capital assets 
Capital assets are stated at cost less accumulated depreciation. Major betterments are capitalized. Repairs and maintenance 
expenditures which do not extend the useful life of the equipment are expensed. 


Depreciation is provided for using the straight-line method over the estimated useful life of the asset as follows: 

a a 
Buildings and improvements 20 years 
Equipment 3 to 10 years 
Furniture and fixtures 10 years 


Although management believes its estimates of the useful lives of the Company's capital assets are reasonable, it is possible that 
another estimate may be made or that management’s estimate may change in the future, which could result in changes to the 
depreciation rates. Management bases its estimate of the useful life of equipment on expected utilization, technological change 
and effectiveness of maintenance programs. 


Patent rights 
Patents are recorded at cost and are amortized over the patent life currently estimated at 11 years. 


Investment 
Investments are recorded at cost and are periodically assessed for permanent impairment. 


Option rights 
Option rights are recorded at cost and will either be credited against the purchase of the underlying asset upon exercise of the 
option or will be written off if the option is not exercised. 


Deferred pre-operating expenses 

Deferred pre-operating expenses related to the Company’s new businesses are recorded at cost, net of incidental revenue, during 
the pre-operating period of the new business and are amortized on a straight line basis over 5 years. Amortization is to commence 
once the new business commences commercial operations. 


Goodwill 

Goodwill represents the excess of cost over the fair market value of the net assets of companies acquired. Goodwill is allocated 
as of the date of the business combination to the Company's reporting units that are expected to benefit from the synergies of 
the business combination. Goodwill is not amortized, but is tested for impairment at least annually. 


The impairment test is carried out in two steps. In the first step, the carrying amount of the reporting unit is compared with its fair 
value. When the fair value of a reporting unit exceeds its carrying amount, goodwill of the reporting unit is considered not to be 
impaired and performance of the second step of the impairment test is unnecessary. The second step compares the implied fair 
value of the reporting unit’s goodwill with its carrying amount to measure the amount of the impairment loss, if any. 


Income taxes 
The Company follows the liability method of accounting for income taxes. Under this method, future income tax liabilities and assets 
are recognized to the extent that assets and liabilities are recorded in the accounts at amounts different from their tax basis. 


Foreign currency translation 

Accounts of foreign operations, all of which are considered financially and operationally integrated, are translated to Canadian 
dollars using average exchange rates for the year for revenue and expenses. Monetary assets and liabilities are translated at the 
year end exchange rate and non-monetary assets and liabilities are translated using historical exchange rates. Gains or losses 
resulting from these translation adjustments are included in net earnings. 


Transactions in foreign currencies are translated at rates in effect at the time of the transaction. Monetary assets and liabilities 
are translated at current rates. Gains and losses are included in income. 


Stock options and stock appreciation rights 
The Company has a stock option plan which is described in note 7. When stock options are issued, no compensation expense 
is recorded in the financial statements. Any consideration received on exercise of the stock options is credited to share capital. 


The Company has a stock appreciation rights plan which is described in note 7. The difference between the plan price and the 
market value of shares is recorded as a liability. 


Earnings per share 

Earnings per share is calculated using the weighted average number of common shares outstanding during the period. Diluted 
earnings per share are calculated using the treasury stock method where deemed proceeds of the exercise of options are 
considered to be used to re-acquire common shares at an average share price. 


Comparative figures 
Comparative figures have been restated to conform to current year’s presentation. 


NOTE 2 — CHANGE OF ACCOUNTING POLICIES 


a) Business combinations, goodwill and other intangible assets 
Effective January 1, 2002, the Company adopted new accounting standards for business combinations, goodwill and other 
intangible assets. Under the new standards for business combinations, the Company is required to use the purchase method 
to account for all business combinations initiated in the future, and identify, separate from goodwill, other intangible assets that 
arise from contractual or legal rights or that can be separately sold. The new accounting standard conforms to the accounting 
policies followed by the Company for all prior business combinations. 


The Company determined as of the date of adoption that it has two reporting units — Well Service and Production Services — that 
are also reportable segments. The Company allocated all assets (including goodwill) and liabilities to these two reporting units, 
and conducted the first step of the transitional goodwill impairment test as of the date of adoption for both reporting units. The 
fair value of each reporting unit was determined using an earnings multiple. Based on this test, the Company determined that 
the goodwill recorded in both segments was not impaired as at the date of adoption; accordingly, no transitional goodwill 
impairment loss was recognized pursuant to the transitional provisions of the new goodwill accounting standard. 


b) Stock-based compensation: 
Effective January 1, 2002, the Company adopted new accounting standards for stock-based compensation. The Company applies 
the intrinsic value based method of accounting for stock options granted to employees under its incentive stock option plan. 
Accordingly, no compensation expense has been recognized in the financial statements. In accordance with the Corporation’s 
incentive stock option plan, these options have an exercise price equal to the market price at date of grant. The per share 
weighted average fair value of stock options granted was $7.37 during the year ended December 31, 2002 based on the date 
of grant using the Black-Scholes option pricing model with the following average assumptions: risk-free interest rate of 5.5%, 
expected life of 4 years and expected volatility of 50%. 


Had compensation expense been determined based on the fair value at the grant dates for options awarded under the stock 
option plan, the Company's net income for the year ended December 31, 2002 would have been reduced by $318 to $10,986 
(diluted earnings per share — $0.63). These proforma earnings reflect compensation cost amortized over the option’s 


vesting period. 


NOTE 3 — ACQUISITIONS 


In October 2002, the Company acquired 11,715 shares in R-Can Services Ltd. (R-Can) representing a 32.8% interest in the 
outstanding shares of R-Can. Through a wholly owned Russian subsidiary, R-Can provides cementing and fracturing services to 
the oil and gas industry in Russia. Concurrent with the investment in R-Can, the Company signed a Unanimous Shareholders’ 
Agreement with all of the existing shareholders of R-Can, which effectively provides the Company control over R-Can’s operations. 
The acquisition of the shares has been recorded using the purchase method with results of operations of R-Can included in the 
consolidated financial statements from the effective date of acquisition. The details of the acquisition are as follows: 


Net assets acquired at fair market value: 


Working capital, excluding demand equipment loans $ 1,034 @ 
Capital assets 3,529 
Goodwill 1,368 () 
Demand equipment loans (2,422) 
$ 3,509 
Non-controlling interest (1,279) 
$12:2380 


Financed by: 
Cash $ 927 
Long-term receivable 1,303 


(a) Includes cash of $1,099. 
(b) Goodwill has been attributed to the Well Services reporting segment and is not considered deductible for tax purposes. 


In February 2003, the Company acquired an additional 12,727 shares in R-Can for $1,064 cash. The additional investment 
increases its interest in the outstanding shares of R-Can to 50.5%. 


NOTE 4 — CAPITAL ASSETS 


2002 2001 
Capital Assets: 
Land $ 5,071 $ 3,503 
Buildings and improvements 10,209 6,316 
Equipment 149,813 131,280 
Furniture and fixtures 4,311 2,946 
169,404 144,045 
Accumulated Depreciation: 
Buildings and improvements 1,117 770 
Equipment 33,918 23,0389 
Furniture and fixtures 1,880 1,384 
36,915 25,193 
$ 132,489 $ 118,852 
NOTE 5 -— OTHER ASSETS 
2002 2001 
Patent rights SS) 2173 cy Se eteuL 
Investment, at cost less impairment 836 1,650 
Option rights 1,485 os 
Deferred pre-operating expenses 2,190 = 
$ 6,684 $ 4,001 
During the year, the Company recorded a writedown of $900 to the carrying value of its investment. 
NOTE 6 —- LONG-TERM DEBT 
Long-term debt is comprised of the following: 
2002 2001 
Capital lease obligations $ 28,983 $ 33,601 
Demand equipment loans (US$2,157) 3,376 - 
32,359 33,601 
Less: Current Portion 8,030 4,693 


$ 24,329 $ 28,908 


The capital lease obligations bear interest at an average rate of 8.16% per annum, repayable on a monthly basis amortized over 
a seven-year term. The capital lease contracts contain no financial covenants and are secured by a pledge of specific assets. 


The demand equipment loans bear interest at an average rate of 14.7% per annum, repayable on demand. The equipment loans 
contain no financial covenants and are secured by a pledge of specific assets of the Russian subsidiary. 


The estimated repayments required subsequent to December 31, 2002 are as follows: 


2003 Sao OSO 
2004 Si 5.018 
2005 Si 5:360 
2006 $ 5,939 
2007 SOS SS 
Thereafter See O29 
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Interest expense on long-term debt was $2,681 in the year ended December 31, 2002 (2001 — $2,323). 
NOTE 7 - SHARE CAPITAL 

Authorized: 

An unlimited number of common shares and preferred shares, issuable in series. 


Issued and Outstanding - Common Shares: 


Number of Shares Amount 
Balance, December 31, 2000 16,134,486 $ 44,120 
Exercise of stock options 293,075 966 
Balance, December 31, 2001 16,427,561 $ 45,086 
Exercise of stock options 161,125 760 
Issued pursuant to private placement 1,000,000 18,000 
Share issue costs, net of future income tax benefit of $268 (495) 


Balance, December 31, 2002 17,588,686 $ 63,351 


The weighted average number of common shares outstanding for the year ended December 31, 2002 was 16,647,226 
(2001 — 16,373,693). 


Common share purchase warrants: 

The Company has outstanding 200,000 common share purchase warrants of which 125,000 are exercisable into common shares 
at an exercise price of $3.75 per share and 75,000 are exercisable at $4.00 per share. The warrants are exercisable for a five 
year period ending in 2004. 


Incentive stock option plan: 

Options may be granted at the discretion of the Board of Directors and all directors, officers and employees of the Company are 
eligible for participation in the Plan. The option price equals the closing price of the Company’s shares on the Toronto Stock 
Exchange on the day preceding the date of grant. The options vest equally over a period of four years commencing on the first 
anniversary of the date of grant, and expire on the tenth anniversary of the date of grant. 


The Company has reserved 1,613,500 common shares as at December 31, 2002 (December 31, 2001 — 1,469,149) for issuance 
under a stock option plan for directors, officers and employees. The maximum number of common shares permitted to be subject 
to outstanding options at any point in time is limited to 10% of the common shares then outstanding. As of December 31, 2002, 
1,574,675 options (December 31, 2001 - 1,422,400) were outstanding at prices ranging from $1.80 — $19.55 per share with 
expiry dates ranging from 2006 to 2012. 


A summary of the status of the Company's stock option plan as of December 31, 2002 and 2001, and changes during the years 
ending on those dates is presented below: 


2002 
Weighted Average 


Options Exercise Price Options 
Outstanding at beginning of year 1,422,400 $ 8.38 2TOO20 
Granted 359,400 16.34 473,750 
Exercised (161,125) 4.72 (293,075) 
Cancelled (46,000) 13.57 (33,900) 
Outstanding at end of year 1,574,675 10.42 1,422,400 
Exercisable at end of year 697,938 $ 6.03 581,488 
The following table summarizes information about stock options outstanding at December 31, 2002: 

Options Outstanding Options 
Weighted Weighted 

Range of Average Average 
Exercise Number Remaining Exercise Number 
Prices Outstanding Life Price Exercisable 
$2.00 to $2.00 266,000 4 $ 2.00 266,000 
$3.70 to $6.00 55,300 5 5.59 55,300 
$2.90 to $5.60 66,350 6 4.04 66,350 
$1.80 to $6.85 120,625 7 5.04 72,625 
$6.75 to $12.70 285,500 8 8.70 1327/25 
$12.25 to $18.25 423,500 9 15.02 104,938 
$12.80 to $19.55 357,400 10 16.35 - 
$1.80 to $19.55 1,574,675 7.8 $ 10.42 697,938 


Stock appreciation rights plan: 


2001 


Weighted Average 
Exercise Price 

$ 4.77 

1540 

3.29 

10.38 

8.38 


Ss i8s 


Exercisable 
Weighted 
Average 
Exercisable 
Price 
2.00 
5.59 
4.04 
5.08 
8.68 
15.04 


6.03 


$ 


The Company's stock appreciation rights plan grants certain foreign employees stock appreciation rights entitling the employee to 
receive payment of the difference between the grant price and the market price of the Company's shares on the date of exercise. 
At December 31, 2002, 35,000 rights have been awarded which vest over four years in equal amounts and expire in 2007. 


In 2002, compensation cost of $37 has been recognized as a deferred pre-operating cost. 


NOTE 8 — INCOME TAXES 


Years ended December 31, 2002 2001 
Current $ 4,553 er oy 0 27/ 
Future 2,094 yous 

$ 6,647 $ 12,340 
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The net income tax provision differs from that expected by applying the combined federal and provincial income tax rate of 39.2% 


(2001 — 42.1%) to income before income taxes for the following reasons: 


Years ended December 31, 2002 2001 
Expected combined federal and provincial income tax $ 7,035 $ 14,403 
Manufacturing and processing rate reduction (790) (2,252) 
Future tax rate reduction (65) (460) 
Income taxed in other jurisdictions Liki - 
Non-deductible goodwill amortization - 384 
Other 390 265 
$ 6,647 $ 12,340 
The components of the net future income tax liability as at December 31 are as follows: 
Years ended December 31, 2002 2001 
Future income tax assets: 
Share issue costs $ 315 $ 194 
Other 196 144 
Sit 338 
Future income tax liabilities: 
Capital assets (9,667) (6,407) 
Partnership income (9,029) (10,290) 
(18,696) (16,697) 
Net future income tax liability $ (18,185 $ (16,359) 


NOTE 9 — FINANCIAL INSTRUMENTS 


(a) Fair values of financial assets and liabilities 
The fair values of cash and short term deposits, accounts receivable, bank loans and accounts payable and accrued liabilities 
included in the consolidated balance sheets, approximate their carrying amount due to the short-term maturity of those 
instruments. Long-term debt has a fair value of approximately $32,900 as at December 31, 2002 (December 31, 2001 — 
$33,700). As at December 31, 2002, the investment has a carrying value of $836 (December 31, 2001 — $1,650) and a fair 
value of approximately $1,700 (December 31, 2001 — $1,650). 


(b) Risk management activities 
The Company's customers are primarily engaged in the business of exploring for and producing oil and natural gas in Western 
Canada. The financial well being of these companies is affected by the price of these commodities. 


NOTE 10 - COMMITMENTS 


The Company has future operating lease obligations on office and shop premises and automobile equipment in the aggregate 
amount of $11.7 million. The minimum lease payments over the next five years are as follows: 


2003 $a25129 
2004 $ 2,524 
2005 $ 2,328 
2006 $ 1,666 
2007 $) 4212 


i _____________. 


At December 31, 2002, the Company has obligations totaling approximately $10.9 million relating to the construction of fixed 
assets. 


NOTE 11 - SEGMENTED INFORMATION 


The Company provides a comprehensive array of specialized products, equipment, services and technology to customers through 
two operating divisions: 


= Well Service provides cementing, fracturing, deep coiled tubing and nitrogen services which are performed on new and producing 
oil and gas wells; 


m Production Services provides acidizing, intermediate depth coiled tubing, Polybore, jet pumping and industrial services which are 
predominantly used in the stimulation and reworking of existing oil and gas wells. 


Well Service Production Services Corporate Total 
2002 
Revenue 139,783 21,780 - 161,563 
Operating income 34,174 3,544 (4,638) 33,080 
Assets 159,650 35,178 6,383 201,211 
Capital expenditures 20,621 1,287 280 22,188 
2001 
Revenue 157,421 24,796 - 182,217 
Operating income 45,695 6,936 (4,907) 47,724 
Assets 129,620 30,268 4,162 164,050 
Capital expenditures 36,486 8,222 1,433 46,141 


NOTE 12 — CONTINGENCIES 


The Company, through the performance of its services and product sales obligations, is sometimes named as a defendant in 
litigation. The nature of these claims is usually related to personal injury, completed operations or product liability. The Company 
maintains a level of insurance coverage deemed appropriate by management and for matters for which insurance coverage can 
be maintained. The Company has no outstanding claims having a potentially material adverse effect on the Company as a whole. 


Supplemental Financial Data 


Quarterly results ($000s, except for per share values and job information; unaudited) 


2002 2001 
Q4 Q3 Q2 Qi Q4 Q3 Q2 Qt 

Revenue 48,929 36,586 25,693 50,355 32,289 46,250 39,609 64,068 
Materials and operating 36,865 30,216 22,162 33,682 27,514 35,062 31,035 36,401 
General and administrative 1,443 947 931 1,337 1,046 906 866 1,661 
Writedown of investment - - 900 - = = - = 
Operating income 10,621 5,423 1,700 15,336 3,729 10,282 7,708 26,006 
Interest expense 748 615 727 796 755 925 628 709 
Depreciation 3,278 3,170 3,085 2,726 2,574 2,281 232 2,356 
Income before income taxes, 6,595 1,638 (2,112) 11,814 400 7,076 4,708 22,941 
non-controlling interest 
and goodwill amortization 
Provision for income taxes 2,496 607 (890) 4,433 222 2,329 1,262 8,528 
Income before non-controlling 4,099 1,031 (1,222) 7,381 178 4,747 3,446 14,413 
interest and goodwill amortization 
Non-controlling interest (15) - - - - - = = 
Income before goodwill amortization 4,114 1,031 (1,222) 7,381 178 4,747 3,446 14,413 
Goodwill amortization, - - - - 228 228 228 228 
net of income taxes 
Net income 4,114 1,031 (1,222) 7,381 (50) 4,519 3,218 — 14485 
Earnings per share 

Basic 0.24 0.06 (0.07) 0.45 - 0.28 0.20 0.87 

Diluted 0.23 0.06 (0.07) 0.43 - 0.26 0.19 0.83 
Cash flow from operations 10,044 4,941 2,052 9,505 2,667 10,155 7,080 19 fan 
Basic cash flow per share 0.59 0.30 0.12 0.58 0.16 0.62 0.43 ABO AL 
Number of jobs 

Well service 3,428 2,984 2,131 3,536 2,097 3,524 3,145 3,684 

Production services 691 524 516 788 926 656 Than 671 
Average revenue per job 

Well service 12,286 10,784 10,118 12,474 12,824 11,763 11,396 14,827 

Production services 5,495 7,646 8,686 5,957 3,912 5,650 3,014 8,074 
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